APPENDIX
SOUTH SEA BUBBLE
the South Sea Company had been founded in 1711 to
take over £9,000,000 of National Debt Stock from the
Government. That is to say, South Sea Company Stock to
that value had been raised by the Company and utilised
by the Government to redeem its outstanding Stock. In
return the Government paid the Company interest on the
£9,000,000 at the rate of 6 per cent., with £8,000 per annum
for management, and in addition granted it the monopoly
of trade in the South Seas. In 1713 the Assiento trade,
granted to England by Spain, was also handed over to the
Company. Two years later the Company took over a
further £1,000,000 of the National Debt. In 1719 the
Company again successfully took over a portion of the
Debt amounting to £1,202,702 8s,, and made a loan to the
Government of £544,142 os. lod. Out of this transaction
the Company made a profit of £72,800, The trading ventures
of the Company were of little consequence, and indeed, its
first ship did not sail until 1717, six years after its incor-
poration. The South Sea Company had become little more
than a financial house, holding approximately eleven and
three-quarter millions of Government Stock,
In 1720 it embarked on a larger financial venture. It
proposed to take over the rest of the National Debt, amount-
ing to nearly £31,000,000, consisting of annuities whose
capital value was reckoned at just over £15,000,000 and
redeemable debts amounting to nearly £16,000,000.* The
1 An annuity is an annual payment, fixed in amount, paid for
an agreed term, of years, in return for a loan, of which the capital
is not .repaid,, The capital value of an annuity is arrived at by
reckoning it at a computed number of years' purchase. Thus a
£100 annuity for ninety-nine years—i.e.t a payment of £100 per
year for ninety-nine years—was reckoned to have capital value
of twenty years1 purchase—m,, £100 x#o«£2,000*
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